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HOUSE BI LL 1646

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on

By Representatives B. Sullivan, Holnmguist, Upthegrove, Linville,
Bl ake, Morris, Ocutt, Lovick, Canpbell, Chase, WIIlians, Schindler,
Wbod, Rodne, Sells, Hi nkle and Sinpson

Read first time 02/01/2005. Referred to Conmttee on Technol ogy,
Ener gy & Conmuni cati ons.

AN ACT Relating to tax incentives for alternative fuels; reenacting
and anendi ng RCW 82. 04. 260; addi ng a new section to chapter 82.08 RCW
adding a new section to chapter 82.12 RCW adding a new section to
chapter 84.36 RCW adding a new section to chapter 82.29A RCW addi ng
a new section to chapter 82.04 RCW creating a new section; providing
an effective date; providing expiration dates; and declaring an
emer gency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 82.08 RCW
to read as foll ows:

(1) The tax levied by RCW 82.08.020 does not apply to sales of
tangi bl e personal property that is used in the construction of a
manufacturing facility or sales of or charges nade for |abor and
services rendered with respect to the construction of a manufacturing
facility, if the facility is wused primarily to manufacture an
alternative fuel.

(2) The tax levied by RCW82.08.020 does not apply to sales of fuel
storage tanks, delivery vehicles, or associated facilities or to sales
of or charges made for |abor and services rendered in respect to

p. 1 HB 1646



© 00 N O Ol WDN P

e e o
A W N PRFR O

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

installing, repairing, cleaning, altering, or inproving the storage
tanks, delivery vehicles, and associated facilities, including repair
parts and repl acenent parts, necessary for fuel storage or distribution
if the fuel distributed by the vehicles is l|iquefied natural gas
produced fromrenewabl e, waste, or stranded sources of nethane gas.

(3) A person taking an exenption under this section nust keep
records necessary for the departnment to verify eligibility under this
section. The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnent. The seller shall retain a copy of the certificate for
the seller's files.

(4) For the purposes of this section, "alternative fuel" has the
sanme neaning as provided in section 6(1)(a) of this act.

(5) This section expires July 1, 2015.

NEW SECTION. Sec. 2. A new section is added to chapter 82.12 RCW
to read as foll ows:

(1) The provisions of this chapter do not apply to the use of
tangi bl e personal property that is incorporated in the construction of
a manufacturing facility or the use of |abor and services rendered with

respect to the construction of a manufacturing facility, if the
facility is used primarily to manufacture an alternative fuel.

(2) The provisions of this chapter do not apply to the use of fuel
storage tanks, delivery vehicles, or associated facilities or to sales
of or charges made for |abor and services rendered in respect to
installing, repairing, cleaning, altering, or inproving the storage
tanks, delivery vehicles, and associated facilities, including repair
parts and repl acenent parts, necessary for fuel storage or distribution
if the fuel distributed by the vehicles is l|iquefied natural gas
produced fromrenewabl e, waste, or stranded sources of nethane gas.

(3) A person taking an exenption under this section nust keep
records necessary for the departnment to verify eligibility under this
section. The exenption is available only when the buyer provides the
seller wwth an exenption certificate in a formand manner prescribed by
the departnent. The seller shall retain a copy of the certificate for
the seller's files.

(4) For the purposes of this section, "alternative fuel" has the
sanme neaning as provided in section 6(1)(a) of this act.
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(5) This section expires July 1, 2015.

NEW SECTION. Sec. 3. A new section is added to chapter 84.36 RCW
to read as foll ows:

(D (a) Al buildings, machinery, equipnent, and other personal
property which is used primarily for the manufacture of an alternative
fuel, the land upon which this property is located, and land that is
reasonably necessary in the manufacture of the alternative fuel, which
toget her conprise a new manufacturing facility or an addition to an
exi sting manufacturing facility, are exenpt from property taxes payable
for the six years beginning wth taxes payable the follow ng year from
the date the facility or the addition to the existing facility becones
oper ati onal .

(b) For manufacturing facilities which manufacture products in
addition to an alternative fuel, the anmount of the property tax
exenption shall be based upon the annual percentage of the total val ue
of all products manufactured that is the value of the alternative fuel
manuf act ur ed.

(2) dains for exenptions authorized by this section shall be filed
with the county assessor on fornms prescribed by the departnment of
revenue and furnished by the assessor. Once filed, the exenption is
valid for six years and shall not be renewed. The assessor shall
verify and approve clains as the assessor determnes to be justified
and in accordance with this section. No clains may be approved after
Decenber 31, 20009.

(3) The departnent of revenue may promulgate rules, pursuant to
chapter 34.05 RCW as necessary to properly adm nister this section.

(4) For the purposes of this section, "alternative fuel" has the
sanme neaning as provided in section 6(1)(a) of this act.

(5) This section expires January 1, 2016.

NEW SECTION. Sec. 4. A new section is added to chapter 82.29A RCW
to read as foll ows:

(1)(a) Al leasehold interests in buildings, machinery, equipnent,
and ot her personal property which is used primarily for the manufacture
of an alternative fuel, the |land upon which this property is | ocated,
and land that is reasonably necessary in the manufacture of the
alternative fuel, which together conprise a new manufacturing facility
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or an addition to an existing manufacturing facility, are exenpt from
| easehol d taxes for a period of six years fromthe date on which the
facility or the addition to the existing facility becones operational.

(b) For manufacturing facilities which manufacture products in
addition to an alternative fuel, the anount of the |easehold tax
exenption shall be based upon the annual percentage of the total val ue
of all products manufactured that is the value of the alternative fuel
manuf act ur ed.

(2) dains for exenptions authorized by this section shall be filed
with the departnment of revenue on forns prescribed by the departnent of
revenue and furnished by the departnent of revenue. Once filed, the
exenption is valid for six years and shall not be renewed. The
departnent of revenue shall verify and approve clains as the departnent
of revenue determnes to be justified and in accordance with this
section. No clains may be approved after Decenber 31, 2009.

(3) The departnment nmay promul gate rules, pursuant to chapter 34.05
RCW as necessary to properly adm nister this section.

(4) For the purposes of this section, "alternative fuel" has the
sanme neaning as provided in section 6(1)(a) of this act.

(5) This section expires July 1, 2015.

Sec. 5. RCW 82.04.260 and 2003 2nd sp.s. ¢ 1 s 4 and 2003 2nd
sp.s. ¢ 1 s 3 are each reenacted and anended to read as foll ows:

(1) Upon every person engaging within this state in the business of
manuf act uri ng:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola byproducts,
or sunflower seeds into sunflower oil; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
flour, pear | barl ey, oil, canola neal, or canola Dbyproduct
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Seafood products which remain in a raw, raw frozen, or raw
salted state at the conpletion of the manufacturing by that person; as
to such persons the anount of tax with respect to such business shal
be equal to the value of the products manufactured, nultiplied by the
rate of 0.138 percent;

(c) By canning, preserving, freezing, processing, or dehydrating
fresh fruits and vegetables, or selling at wholesale fresh fruits and
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veget abl es canned, preserved, frozen, processed, or dehydrated by the
seller and sold to purchasers who transport in the ordinary course of
busi ness the goods out of this state; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
products canned, preserved, frozen, processed, or dehydrated nultiplied
by the rate of 0.138 percent. As proof of sale to a person who
transports in the ordinary course of business goods out of this state,
the seller shall annually provide a statenent in a form prescribed by
the departnent and retain the statenent as a business record,

(d) Dairy products that as of Septenber 20, 2001, are identified in
21 CF.R, chapter 1, parts 131, 133, and 135, including byproducts
fromthe manufacturing of the dairy products such as whey and casei n;
or selling the sane to purchasers who transport in the ordinary course
of business the goods out of state; as to such persons the tax inposed
shall be equal to the value of the products manufactured nultiplied by
the rate of 0.138 percent. As proof of sale to a person who transports
in the ordinary course of business goods out of this state, the seller
shall annually provide a statenent in a form prescribed by the
departnment and retain the statenment as a business record;

(e) ((Aleohol—Frvel—brodtesel—ftuel—or—btodtesel—feedstoek—as
Hhose—terms—are—dened—n—ROW-82 29A 135+ —as—to—such—persons—the

Alternative fuel; as to such persons the anount of tax inposed shall be

equal to the value of the products manufactured nultiplied by the rate
of 0.138 percent. This subsection (1)(e) expires July 1, 2015; and

(f) Natural gas liquefaction equipnent, including equipnent to
produce conpressed natural gas fornmed by pressurizing and vaporizing
liquefied natural gas; as to such persons the anpunt of tax inposed
shall be equal to the value of the products manufactured nmultiplied by
the rate of 0.138 percent. This subsection (1)(f) expires July 1,
2015.
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(2) Upon every person engaging within this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
peas split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the amount of tax with respect to such
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/ or selling the sane at wholesale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business of
making sales, at retail or wholesale, of nuclear fuel assenblies
manuf actured by that person, as to such persons the anmount of tax with
respect to such business shall be equal to the gross proceeds of sales
of the assenblies nultiplied by the rate of 0.275 percent.

(6) Upon every person engaging within this state in the business of
manuf act uri ng nucl ear fuel assenblies, as to such persons the anount of
tax with respect to such business shall be equal to the value of the
products manufactured nmultiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the business of
acting as a travel agent or tour operator; as to such persons the
amount of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(8) Upon every person engaging within this state in business as an
international steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anmpbunt of the tax with respect to only international
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.275 percent.

(9) Upon every person engaging within this state in the business of
stevedoring and associated activities pertinent to the novenent of
goods and conmodities in waterborne interstate or foreign commerce; as
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to such persons the anount of tax with respect to such business shal
be equal to the gross proceeds derived fromsuch activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection shall be exenpt from paynment of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. Stevedoring and associated activities pertinent to
the conduct of goods and comodities in waterborne interstate or
foreign commerce are defined as all activities of a | abor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessel s or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or simlar hol ding
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, cont ai neri zed, separated or otherwise segregated or
aggregated for delivery or |loaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not Iimted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(10) Upon every person engaging within this state in the business
of disposing of lowlevel waste, as defined in RCW 43.145.010; as to
such persons the anmobunt of the tax wth respect to such busi ness shal
be equal to the gross incone of the business, excluding any fees
i nposed under chapter 43.200 RCW nmultiplied by the rate of 3.3
percent .

I f the gross inconme of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionnment required under RCW 82. 04. 460.

(11) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |icensed under chapter
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48.17 RCW as to such persons, the amount of the tax with respect to
such licensed activities shall be equal to the gross inconme of such
business multiplied by the rate of 0.484 percent.

(12) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi visions, as to such persons, the anmount of tax with respect to
such activities shall be equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72. 900.

(13)(a) Beginning October 1, 2005, wupon every person engaging
wthin this state in the business of nmanufacturing comerci al
ai rplanes, or conponents of such airplanes, as to such persons the
anpunt of tax with respect to such business shall, in the case of
manuf acturers, be equal to the value of the product manufactured, or in
the case of processors for hire, be equal to the gross incone of the
business, multiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the |ater of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(b) Beginning Cctober 1, 2005, upon every person engaging Wthin
this state in the business of making sales, at retail or whol esale, of
commerci al airplanes, or conponents of such airplanes, manufactured by
that person, as to such persons the amount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the airplanes
or conponents nultiplied by the rate of:

(i) 0.4235 percent from Cctober 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
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date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(c) For the purposes of this subsection (13), "conmercial
ai rplane,"” "conponent," and "final assenbly of a superefficient
ai rpl ane" have the neani ngs given in RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a
person eligible for the tax rate under this subsection (13) nust report
as required under RCW 82. 32. 545.

(e) This subsection (13) does not apply after the earlier of: July
1, 2024; or Decenber 31, 2007, if assenbly of a superefficient airplane
does not begin by Decenber 31, 2007, as determ ned under RCW 82. 32. 550.

NEW SECTION. Sec. 6. A new section is added to chapter 82.04 RCW
to be codified between RCW 82.04. 010 and 82.04.220, to read as foll ows:

(1)(a) Alternative fuel neans

(1) Alcohol fuel, biodiesel fuel, biodiesel feedstock, or wod
bi omass fuel, as those terns are defined in RCW 82. 29A. 135; or

(ti)(A) Liquefied natural gas, if the gas is manufactured from
renewabl e, waste, or stranded sources of nethane gas;

(B) Conpressed natural gas, if the gas is derived from liquefied
natural gas that is manufactured from renewabl e, waste, or stranded
sources of nethane gas; or

(C© Methane, if the nethane is: (I) Obtained from the anaerobic

di gestion of material, including but not Iimted to, agricultural waste
or sewage; and (Il) subsequently used to manufacture |iquefied natural
gas.

(b) "Anaerobic digestion" nmeans a biological process that enables
organic matter to be broken down by bacteria in the absence of air to
produce a gas principally conposed of nethane.

(2)(a) Subsection (1)(a)(i) of this section expires July 1, 2009.

(b) This section expires July 1, 2015.

NEW SECTION. Sec. 7. Section 3 of this act applies to taxes
|l evied for collection in 2006 and thereafter.

NEW SECTION. Sec. 8. This act is necessary for the imrediate
preservation of the public peace, health, or safety, or support of the
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state governnent and its existing public institutions,
July 1, 2005.

~-- END ---
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